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Audito ller

SUBJECT: ST. JOSEPH CENTER - A DEPARTMENT OF MENTAL HEALTH
SERVICE PROVIDER - CONTRACT COMPLIANCE REVIEW

We completed a contract compliance review of St. Joseph Center (St. Joseph or
Agency), which included a sample of billings from Fiscal Years (FY) 2012-13 and 2013-
14. The Department of Mental Health (DMH) contracts with St. Joseph to provide
mental health services, including interviewing Program clients, assessing their mental
health needs, and implementing treatment plans.

The purpose of our review was to determine whether St. Joseph provided the services
outlined in their County contract, billed DMH for Program services provided, and
appropriately spent DMH Program funds. We also evaluated the adequacy of the
Agency's financial records, internal controls, and compliance with their County contract
and other applicable guidelines.

During FYs 2012-13 and 2013-14, DMH paid St. Joseph approximately $3.2 million and
$2.8 million on a cost-reimbursement basis, respectively. The Agency provides
services in the Second and Third Supervisorial Districts.

Results of Review

DMH Program Review

St. Joseph generally maintained adequate documentation to support the billings
reviewed, and the staff had the required qualifications to provide the mental health
services.
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DMH Fiscal Review

St. Joseph properly recorded revenue in their financial records, and Agency
management reviewed and approved bank reconciliations timely. However, St. Joseph
did not appropriately apply their Cost Allocation Plan (Plan). Specifically, St. Joseph
allocated their indirect and shared costs based on budget and not actual expenditures
as required by the Agency's Plan. ln addition, St. Joseph inappropriately allocated
$21,580 in October 2013 and February 2014 in indirect and shared payroll costs
reviewed based on pre-determined rates, not actual hours worked as required by
Section 8.3.2 of the Auditor-Controller Contract Accounting and Administration
Handbook.

Sf. Joseph's attached response indicates that they will review FYs 2012-13, 2013-14,
and 2014-15 indirect and shared cost allocation methodology and where applicable,
revise the DMH Cosú Reports accordingly, and repay DMH for any excess amounts
received, if any.

We also noted St. Joseph charged DMH an additional $37,215 in questioned costs. For
example, St. Joseph:

Did not maintain adequate documentation, such as invoices, canceled checks,
vendor agreements, list of attendees, and/or the names of the DMH clients, to
support $25,726 ($lg,O+Z in FY 2012-13 and $12,684 in FY 2013-14) in staff
development, training, conferences, and holiday events expenditures reviewed.

Sf. Joseph's attached response indicates that they will continue to work with ifs sub-
contractor and attempt to provide the requesfed supporting documentation, and if
unable to provide the documentation, Sf. Joseph will revise the DMH Cosf Repods
for FYs 2012-13 and 2013-14 by $13,042 and $12,684, respectively.

Charged DMH $10,612 ($5,962 in FY 2012-13 and $4,650 in FY 2013-14) in
unallowable expenditures, such as donations, late fees, penalties, prior year
supportive services expenditures, and non-DMH Program expenditures.

a

Sf. Joseph's attached response indicates that they will revise the DMH Cosf Reporfs
for FYs 2012-13 and 2013-14 by reducing its total cosfs in the amounts of $5,962
and $4,650, respectively.

Details of our review, along with recommendations for corrective action, are attached
(Attachment l).
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Review of Report

We discussed our report with St. Joseph and DMH. St. Joseph's attached response
(Attachment ll) Índicates that they agree with our findings and recommendations. DMH
management will work with St. Joseph to ensure our recommendations are
implemented.

We thank St. Joseph management and staff for their cooperation and assistance during
our review. lf you have any questions please call me, or your staff may contact Don
Chadwick at (213) 253-0301 .

JN:AB:PH:DC:YP

Attachments

c: Sachi A. Hamai, Chief Executive Officer
Robin Kay, Ph.D., Acting Director, Department of Mental Health
Kevin McCardle, Chair, Board of Directors, St. Joseph Center
Va Lecia Adams, Ph.D., Executive Director, St. Joseph Center
Public lnformation Office
Audit Committee



Attachment I

ST. JOSEPH CENTER
DEPARTMENT OF MENTAL HEALTH SERVICE PROVIDER

CONTRACT COMPLIANCE REVIEW
FISCAL YEARS 2012.13 AND 2013.14

DMH BILLED SERVICES

Obiective

Determine whether St. Joseph Center (St. Joseph or Agency) maintained
documentation to support the services billed to the Department of Mental Health (DMH)
in accordance with their County contract and related guidelines.

Verification

We selected 39 (3%) of the 1 ,202 approved Medi-Cal billings for May and June 2013,
which were the most current billings available at the time of our review (January 2014).
We reviewed the Assessments, Client Treatment Plans, Progress Notes, and lnformed
Consent forms in the clients' charts for the selected billings. The 39 billings represent
services provided to 20 clients.

Results

St. Joseph did not maintain documentation to support four (10%) of the 39 billings
reviewed. The undocumented billings totaled $877. Specifically, for four (10%) billings
totaling $877, the Progress Notes did not describe what the clients or service staff
attempted and/or accomplished towards the Client Treatment Plan objectives, as
required by the DMH Provider's Manual. According to the DMH Provider's Manual,
Chapter 1, Page 1-9 and Chapter 2, Page 2-2, each chart note must include a
description of service provided, what was attempted and/or accomplished during the
contact toward the attainment of a treatment goal.

Recommendations

St. Joseph Center management:

1. Repay the Department of Mental Health $877.

2. Ensure that Progress Notes are completed and documented as required.

STAFFING QUALIFICATIONS

Obiective

Determine whether St. Joseph's treatment staff had the required qualÍfícations to
provide the mental health services.

AU DITOR-CO NTROLLER
COUNTY OF ¿OS AA'GE¿ES
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Verification

We reviewed the California Board of Behavioral Sciences' website and/or the
personnel files for 17 (41o/o) of the 41 treatment staff who provided services to DMH
clients during May and June 2013.

Results

Each employee reviewed had the required qualifications to provide the mental health
services.

Recommendation

None

CASH/REVENUE

Obiective

Determine whether St. Joseph properly recorded revenue in their financial records,
deposited cash receipts into their bank accounts timely, and if bank account
reconciliations were reviewed and approved by Agency management timely.

Verification

We interviewed St. Joseph personnel, and reviewed their financial records and
February 2O14 bank reconciliation for one bank account.

Results

St. Joseph properly recorded revenue in their financial records, deposited their DMH
cash receipts timely, and the bank reconciliation was reviewed and approved by Agency
management timely.

Recommendation

None

COST ALLOCATION PLAN/EXPENDITURES

Obiective

Determine whether St. Joseph's Cost Allocation Plan (Plan) complied with their County
contract, and if expenditures charged to DMH were allowable, properly documented,
and appropriately allocated.

AU DITOR-CONTROLLER
COUNTY OF LOS AA'GE¿ES
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Verification

We reviewed the Agency's Plan and their financial records for 44 non-payroll
expenditures, totaling $110,197, charged to DMH from July 2012 through February
2014. We also interviewed Agency personnel.

Results

St. Joseph prepared their Plan in compliance with their County contract. However, St.
Joseph did not appropriately apply their Plan. Specifically, St. Joseph allocated their
indirect and shared costs based on budget and not actual expenditures as required by
the Agency's Plan. ln addition, St. Joseph charged DMH $36,338 in questioned costs.
Specifically, St. Joseph:

o Did not maintain adequate documentation, such as invoices, canceled checks,
vendor agreements, list of attendees, and/or the names of the DMH clients, to
support $25,726 ($1a,0¿Z in Fiscal Year (FY 2A12-13 and $12,684 in FY 2Aß-14)
in staff development, training, conferences, and holiday events expenditures
reviewed.

Charged DMH $10,612 ($5,962 in FY 2012-13 and $4,650 in FY 2013-14) in
unallowable expenditures, such as donations, late fees, penalties, prior year
supportive services expenditures, and non-DMH Program expenditures.

o

Recommendations

St. Joseph Genter management:

3. Re-allocate Fiscal Years 2012-13, 2013-14, and 2014-15 indirect and
shared costs allocated to the Gounty Program based on an allowable
and equitable basis, reduce the Cost Reports by over allocated
amounts, and repay the Department of Mental Health for any excess
amounts received.

4. Reduce the Fiscal Year 2012-13 Cost Report by $5,962 and Fiscal Year
2013-14 Cost Report by $4,0S0 for unallowable expenditures and repay
the Department of Mental Health for any excess amounts received.

5. Provide supporting documentation for $13,042 for Fiscal Year 2012-13
and $12,684 for Fiscal Year 2013-14, or reduce the Gost Reports by the
unsupported amounts and repay the Department of Mental Health for
any excess amounts received.

6. Ensure that the indirect and shared costs are allocated to the Program
in accordance with their Gost Allocation Plan and Gounty contract
requirements.

AU DITOR-CONTROLLER
COUNTY OF LOS AA'GE¿ES



7. Ensure that the
documentation.

expenditures are supported by adequate

8. Ensure that allowable expenditures are charged to the Department of
Mental Health Program.

FIXED ASSETS AND EQUIPMENT

Obiective

Determine whether St. Joseph's fixed assets and equipment purchased with DMH funds
were used for the DMH Program and adequately safeguarded.

Verification

We interviewed St. Joseph's personnel, and reviewed their fixed assets and equipment
inventory list. We also performed a physical inventory of four items purchased with
DMH funds to verify the items exist and were being used for the DMH Program.

Results

St. Joseph adequately safeguarded and used the items reviewed for the DMH Program.

Recommendation

None.

PAYROLL AND PERSONNEL

Obiective

Determine whether St. Joseph maintained personnel files as required and if payroll
expenditures charged to DMH were allowable, properly documented, and appropriately
allocated.

Verification

We compared the payroll costs for ten employees and one intern, totaling $50,350
($28,770 in direct, $13,041 in indirect, and $8,539 in shared payroll costs)forOctober
2013 and February 2014, to the Agency's payroll records and time reports. We also
interviewed staff and reviewed personnel files for the ten employees and one intern.

Results

St. Joseph maintained adequate documentation to support the $28,770 in direct payroll
costs reviewed. In addition, St. Joseph maintained their personnel files as required.

AU DITOR.CONTROLLER
COUNTY OF LOS AAIGE¿ES
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However, St. Joseph inappropriately allocated $21,580 in indirect and shared payroll
costs reviewed based on pre-determined rates, not actual hours worked as required by
Section 8.3.2 of the Auditor-Controller Contract Accounting and Administration
Handbook. According to Agency personnel, they were instructed to allocate their time
based on a pre-determined percentage of hours worked each day by program and not
actual hours worked.

Recommendations

Refer to Recommendation 3.

9. St. Joseph Center management ensure employees record actual hours
worked each day per program.

COST REPORT

Obiective

Determine whether St. Joseph's FY 2012-13 DMH Cost Report reconciled to their
financial records.

Verification

We compared the Agency's FY 2012-13 DMH Cost Report to their financial records.

Results

St. Joseph's FY 2012-13 DMH Cost Report reconciled to their financial records.

Recommendation

None.

AU DITOR.CO NT ROLLER
COUNTY OF LOS A'VGELES
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Novembe¡ t0, 20t5

John Najrm
Auûtor-Conlroller
County of Los Angele! fÞprrtment of Audltor-Controller
Countrywde Conlract Monitoring Divlsion

350 5. Fgu€roð strcct, 6" tloor
los Angeles, CA 9{X}71

Oear Mr. ¡,1¿¡nro.

this ¡s ln retpons€ to th€ dr.ft Gontract cornpliancc æview conducted of St Jorprt
Cer¡trr tor Fi¡crl Ycan 2012,13 ¡nd 2013-14, 8elow, de¡se find our respons$ lo
the recommcndat¡on¡ provirled by thc €ounty.

?¡ßzm S€rY[æt

&åUlE Sr, Jor€ph overtilled OMH 5877 for four (1ot6l of thc 39 blllin6r revþ,¡¡ed,

Reúommendatbo t l: Rep.y tha O€p¡rtm€nl of Menlel Heelth $877-

5r, Jo¡roh Ccnter SetnootE: 5t .loseph Ccnter u,ill rcpay DMH 9t77.

Recommendatnn I I Ensure that Progress Notts are conrplctcd ln ¡ccordance

with ttp Coonty Contræl

5t. JorÊoh C€nter Eeioons€. SJC's Qurl-ty As¡urance Drrector hal bt3un quarletþ
traininSs for all DMH program laff rgeciñcally focusing on pro3rem notes ¡nd th¿t
protr¡m notes strould dcscribt wh¡Î tha cllents or ¡ervice staff attempted andlo¡
rccompkoñed tor¡ards tÞ Oienl C¡re Pl¡n oqectþ"s fhc qu¡lrty Aslur.oce
D¡rÉ{tor will elso rÊyrerv progress notes on a regular basi¡ to crisur? that the
prolrrsr noter dercribr wt¡¡t is bcing rccornpll¡åcd toward the Clienî Care

objcctivtr A lener wôs rent bV 5t Jo¡cph Cçnl.rr to thÊ Aud¡tor Conlrolle/s offlce

on Autust 28, 2015 in rclponse to thrr recommendation,

Co¡t Allocrüon PþrvExnrndlù¡rc¡

fig.¡glt¡: S1. Joscph mainlaincd r plln as rcqulred. Hower¡er, Sl, ,os€Ph did not

appropr*ål€ly apply their Plan to tfte Agency's ¡ndarect ¡nd ¡hercd cosls
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Speclflcalty, Sf . loseph Center allocared their indirett ¿nd shared costt based on
budget and not ¡ctual erpendltures as required by the agency's plan.

SJC d,d not maintain adequate documentåtion, srxh ¿s rnvoKes, cancelþd chechs.
yendor ilgreerneni¡, liçt of anendees and/or the names ol the DMÞl cll€nts to
supporr 525,726 (9r3,O4¿ in FY l2-13 and 512,6841n FY 13-14) in staff
development, training, conferences and holldeY events exPend¡tures,

SJC charged ÐMll5f0,612 (Sl,gel ln FY tr2-1.1 and 3¡1.650 in FY 13"14) in

unallowable expenditures such â1 donðtionl, lðte fe€1, penðlties, prior year
rupporlh/e rervices and non"DMH Program cxpcnditurÊ3,

Recommendatþn I 3: Realloc¡t€ Fls(al Years 2Ot2-13, 2O13-14 and 2Ol'ô-15

indlrecl and shared çosts bared o¡'r ¿llow¡t¡le and equ¡teble bes,Í, redtxe the ÐMH

Cost Reports by the over allocated arnounts and repåY DMll for Ðny excest
amounts rcceived.

t,. roooh Center Refeen¡ç: 5t" fos¿ph Center will revicw Fi¡c¡l Years 2Ol2-13,
2013-14 and 2O14.19 indirect and shared coit allocalion rnethodology Where
applæaue, 5t, Joseph Center will revl¡e th¿ DMH Coit Repons for FY t2-t3. 13-14

¡nd l¿l-15 rccordrngly and based on elþwable and equitablc baris St }oreph
Center will work wíth DMH to €valuate the Cost Reporr impact[s) based on thcse
ad¡ustmenls end repãy DMH for ¿tny €r(cft ðûìoun15 rece¡ved, rf any.

Recommcnd¿tion l4 Reduce the Fiscal Year 2O12-11 DMH Cô3t R€porls bY 55,962
and FY 13-14 Cost Raport by 54,650 for unallowable expenditures and repay DMH

for rny exce:s åmorrnls received.

5t. Josegh Ceyìþr Resoonsc: Ar part of rl¡ corrective ¿ction, 51. Joseph Center will
r?vlse th€ DMH Cost Reports lor FY 1Z'13 and 13-l¡l by reducirg,ts lotal costs ¡n

thp emor¡ntt of 55.962 and 54,65() rlspe€tively. 5t-Joscplr Center will wort with
DMH to evaluetc the Coct Report irnpact(sl based on these adjustrnentr ¡nd rep¿V

DMH for any excess ðmounts retcived. rf any,

ßecommendatlon l5: Provlde rupporlinB docurnenlation fot 513,042 îot FY f2 13

¡nd 512,6E4 for FV 13-14 or re<Juce the Departrnent of Mental Health Cost Reports

by the unsupported arnount and repay ahe Department of Ment¿l l-leclth for any

erces$ arnount.

5t. loseoh CcntÊf 8e¡lgrt¡Ê: For expenditures w¡th m*slng rupportln8
documentation, 5t. lo:eph Cenler will cootinue to work with its Eub-contrador ônd

attemgt to proride requestêd 3upportl{l6 documentation, lf unable to Prûv¡de the
documcntatlon, 5t loseph Center will revise the OMH Cost Reporr for fY 12-13 and
13-14 by $13,O42 ¿nd S12,684 retpeclively. St,Joseph Center willwork with DMH
to eyalu¡te thc Cost Report rmpåct(rl besed on thÊte adju¡lrnents and repay DMH

for any e¡ce5s amounts received, if arry,
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Reconrmendation f 6: Ensure that thc indirect ¡nd ¡hared expenditures ete

altorated to thÊ Program in accordance with their Cost AlSocetþn Ptan ¡nd County

conlf¡rct req unements,

5t, Joseph Cente[ Ee¡oonse: 5t. Jos¿ph Ccntcr will revpw it¡ indirect and shered

cort ¡llocatbn fiìcthodoloty to enrure th¡t 5t. Joseph Ccntcr'3 Co¡t Alloc¡ton Pl¿n

ls in accord¡nce with tÞ County conlr.(t requirement-

Recornmend¡tion ,7 &,8: tn¡ure that th€ expenditures ere supported bV

adeguate docu¡nentation Engure that the allowable erpenditurcs ¡rc charçd to
the DMH Program,

51. Joseph Center Rasmnre; St. Joseph Center will strergthen its voucher rcview

proces and ensure that erçenditurei ¡re supported bV ¡deguate docurnentation

¡nd that only allowable expenditures ðre ch¡rged to the DMH program"

Prwull rnd Per¡onnrl

Re¡ults: St. Joseph Center inapgroprialely allocated indirect ond rh¡red p¡yroll

costs b¿sed on pre"determincd latef, not actual hours worked each dey by

proSftm"

ßecomrnendelion I 9: M¡lntaln trmecards based on actual hours torted cach day

Per proSrdrn"

St. .loscoh Cent:r Rcsoonsel St" loseph will rcview its cost ¡llocation mtthodobgy,
including time recordr supportiry its co3t .llocôtlon¡. lf ¡he current allocatbn
mathodology i¡ no lonf,gr meetafit the requircmcnts. Soing fonrerd, St. loseph

Center will ¡lbcate stafis tlme b¡¡ed on actual protr¡m dutres pcrformcd bry the

rt¡ff-

Wc appreclata your tearn worklng with us lo imprwe our oærltbns, Should you

hrve any ques¡¡ons or require ¡dd¡ton¿l lnformatron, pleasc feel free to contrct
me ¡t (3101-3966068 ext, !Ð{ or bv emrll ¡t vadamr@stþxntt¡lr.org-


